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Focus on Western Europe 


Western Europe since the close of World War II has 
drawn closer together in cooperative schemes designed to 
promote freer trade, greater productivity, and a larger 
measure of collective security than has ever been known 
before. As a region it stands against the economic and 
geographical colossi of the U.S.S.R. and the U.S.A. as a 
viable economic unit. Militarily, the area contributes to 
the defense of the West as a coordinated whole, giving 
strength to NATO. Taken together, the economic and 
military phases of West European cooperation strengthen 
each other and promote peace and stability while preserv- 
ing the great European cultural tradition. 


The striving to promote these ends has been success- 
fully carried forward since the year 1948 when the West 
realized that the Soviet and its allies were intent upon 
pushing Communism westward to the Atlantic. The Mar- 
shall Plan, NATO, and many other less dramatic but 
important activities have preserved the West European 
area from totalitarian domination. The deterrent effect 
of American atomic and hydrogen weapons gave Europe 
time to pull itself together and grow stronger. These 
programs were, on the whole, successful and Barbara 
Ward, writing in The New York Times Magazine (July 
17, 1955) states that the significant change in attitude on 
the part of the Soviet Union at the Geneva Conference in 
1955 was due to the fact that Western Europe did not 
have a “post war slump,” the strength of the American 
economy, and the adherence of the West German Repub- 
lic to NATO. The heroic acts of the Hungarian freedom 
fighters and the large measure of support given them by 
an roused citizenry, the loosening of ties between Poland 
and the U.S.S.R., indicate that the Russians are in trouble 
in Eastern Europe and that the lengthening shadow of 
Titoism may well portend a shifting of the tide in the 
struggle with Communism in Europe. The main contests 
with Communism may thus come outside of Europe in 
the vast areas of the Middle East and Asia; and, of course, 
what happens in these countries very vitally affects Europe 
in every way. 

The purpose of this issue, however, is to trace the main 
trends within Western Europe during the past year or so 
and supplement earlier issues of this SeRvIcE, without 
expanding into the critical overseas problems facing the 
maritime nations of the area or attempting to report on 
developments in the East-West struggle. References will 
be made to these problems whenever relevant. 


Economic Conditions in Western Europe 


There has been an upward trend in industrial produc- 
tion in Western Europe of impressive proportions, which 
up to May, 1956, showed signs of continued growth in 
practically all countries. At the present time, the pro- 
ductive capacity of Western Europe is either fully used 
or nearly so, and the “boom” is not due so much to mili- 
tary expenditure as to the expansion of domestic markets. 
Volume and value of exports and imports show a dramatic 
rise since 1948. Although every country in Western Eu- 
rope shows a trade deficit except the German Federal 
Republic, an article in the United Nations Review (New 
York, May, 1956) entitled “Rapid Growth in Europe’s 
Economies” points out that “the United Kingdom and 
Austria were the only countries where the foreign reserve 
position deteriorated to a major extent in 1955.” These 
major advances on the economic front have been accom- 
plished without any appreciable changes in prices or in the 
cost of living. The Washington Post and Times Herald 
(Jan. 30, 1955), commenting on some of the features of 
the European Payments Union report on the West Eu- 
ropean economy said “there was a substantial rise in the 
gross national product per head of virtually all . . . coun- 
tries” and “private consumption per capita went up more 
steeply between 1953 and 1954 than in any postwar year.” 
Developments seem to indicate that this trend was con- 
tinued for recent months. 

The expansion of the West European economy has cre- 
ated labor shortages and wage inflation in some areas of 
Europe and the blocking of the Suez Canal during the 
recent fighting in Egypt will mean gasoline and oil ration- 
ing for Western Europe generally and some curtailment 
of industrial production even though oil from the Western 
Hemisphere will go to Europe. The shortage of fuel is 
expected to have an inflationary effect on national econo- 
mies and produce some unemployment. 


The Saar Settlement 


The agreement between France and West Germany 
allowing the Saar, a region five-sixths as large as Rhode 
Island containing a rich industrial and coal mining com- 
plex, to return to Germany on January 1, 1957, has no 
doubt given impetus to the negotiations over the proposed 
supranational common market and atomic pool for the 
six nations of “Little Europe”’—France, West Germany, 
Italy, Belgium, the Netherlands and Luxembourg. These 
prolonged and difficult negotiations between two historic 
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enemies and the change of attitude on the part of both 
of them have proven that a major shift of orientation has 
taken place within each country. Franco-German coopera- 
tion and willingness to compromise seem to indicate that 
future wars between West European nations are unthink- 
able and that the future of the area lies in regarding it as 
an economic unit. This is, it appears, supported by the 
major clauses of the Saar settlement which were reported 
by Arthur J. Olsen in The New York Times (Oct. 1, 
1956). This settlement followed the results of a “ple- 
biscite, Oct. 23, 1955, in which the Saarland’s 1,000,000 
inhabitants rejected a chance to obtain autonomous status 
under ‘European’ sovereignty. In the plebiscite the Saar- 
landers voted by a 2-to-1 margin against a plan to give 
the territory an internationalized position under super- 
vision of the Western European Union, with economic 
links to France maintained.” 

Some of the commitments and concessions France ob- 
tained from West Germany by the Saar agreements, as 
reported by Mr. Olsen, were: French industrial and finan- 
cial interests will be able to liquidate their financial posi- 
tions in the Saar over a three-year transition period ; 
France may extract 20,000,000 tons of coal for the next 
five years from the Warndt mines near her borders in 
French Lorraine and may continue exploitation of one 
section of the Warndt mines for another twenty years, 
during which time 46,000,000 tons of coal may be mined, 
and, further, West Germany is committed to deliver an- 
other 24,000,000 tons of coal to France during the period 
1962-1982. The total amount the French can receive from 
the Saarland would amount to slightly more than one 
and one half times the yearly production of coal in France 
in 1954. These generous provisions will help to keep some 
semblance of balance between the steel-producing capacity 
of the two nations until such time as substitutes might be 
found for coal such as atomic energy. 

Another highlight of the Franco-Saar settlement is the 
provision for the conversion of about $100,000,000 of 
French currency now circulating in the Saar into Deutsche 
marks at the official rate of 85 francs to the mark. Agree- 
ing to use the official rate rather than the “free” rate of 
exchange means that holders of French currency will get 
more value per franc upon conversion than would nor- 
mally be the case. Another fiscal settlement is that “West 
Germany is to pay France an undisclosed amount, thought 
to be about 500,000,000 Deutsche marks ($118,750,000) 
for currency distributed by the French Government to 
Saarlanders in 1945.” 

Probably the most significant detail of the Franco- 
German accord, and the one which tends to demonstrate 
the power of the European idea and the tightening of 
economic bonds between nations in Western Europe, is 
the canal project which will develop the Moselle River 
linking the industrial French Lorraine with the Rhine 
River which leads to the Ruhr coal supplies and German 
markets. The canal is expected to cost 550,000,000 
Deutsche marks ($131,000,000), of which, Mr. Olsen 
reports, ‘‘West Germany is committed to put up 
300,000,000.” 

Supranationalism and the Common Market 

Further developments toward interlocking the econo- 
mies of the West European nations during recent months 
have been the promotion of the common market and its 
related free trade zone. 

There exist in Europe many political organizations de- 


signed to promote greater economic and political coopera- 
tion between nations. At the heart of these groups is the 
movement of European federalists who work mainly in 
“Little Europe”’—France, West Germany, Italy and the 
Benelux nations, This group advocates the gradual build- 
ing of a supranational state on a functional basis (see this 
Service: “Schuman Plan and European Federation, Dec. 
13, 1953; “Progress Toward the Federation of ‘Little 
Europe’,” March 20, 1954). There is already in existence 
the European Coal and Steel Community (ECSC) which 
created a single market for iron ore, coal and steel and has 
permitted these products to move across international 
boundaries within the 430,000 square mile area of “Little 
Europe” free of tariff restrictions and import quotas. 
Some statistics appearing in the American Observer 
(Washington, July 30, 1956) seem to indicate that the 
common market of ECSC has been successful: “In 1955, 
.. . 164 per cent more steel products were traded among 
Community countries than in 1952; for coal, the increase 
was 44 per cent; for iron ore, 37 per cent. In the same 
period, steel production rose from 46,000,000 tons to 
about 58,000,000. Iron ore increased from 72,000,000 tons 
to almost 88,000,000.” 

It had originally been planned to add a supranational 
military institution to the federative scheme, but the Eu- 
ropean Defense Community (EDC) was defeated by the 
l‘rench National Assembly by a vote of 319-264 on Au- 
gust 30, 1954. The European Political Community 
(EPC), which would have had a Peoples’ Chamber elect- 
ed by the voters in the six nations and a Senate elected by 
the national parliaments, would have provided a political 
base for a United States of Europe. The defeat of EDC, 
however, postponed any further attempt to create a po- 
litical authority probably for some time to come. 

Currently, a common market for the six nations of 
“Little Europe” is a live political issue on which definite 
action may be taken in a few months. This common mar- 
ket would unite the economies of West Germany, France, 
Italy, and the Benelux nations in much the same way as 
the Coal and Steel Community unites them in that limited 
but vital sector of the economy. If both this general com- 
mon market and the proposed common market for atomic 
energy are created, a large, unified market covering most 
of Western Europe will have been created. Agricultural 
commodities, however, will be excluded. 

The common market calls for the reduction or elimi- 
nation of tariffs and free movement of capital, goods and 
services throughout the area of the six nations. A twelve- 
year transition period will be involved. 

A report entitled Euratom and the Conimon Market 
prepared by the American Committee on United Europe 
dated December, 1956, describes the institutions set up or 
utilized to administer the common market plan. The in- 
formation was derived from the 150-page report of the 
Intergovernmental Committee for the common market 
and the atomic pool which met at Messina, Italy, last 
April. The executive organ, rather than being the High 
Authority of the Coal and Steel Community, as was origi- 
nally hoped, will be “a European Commission whose mem- 
bers would be chosen jointly by the governments. . . .” 
This Commission “would be responsible to the existing 
Assembly of the Coal-Steel Community, possibly expand- 
ed to permit increased representation from the larger 
states.” A Council of Ministers, probably the same one as 
now exists for the Coal and Steel Community and would 
exist for the projected Euratom plan, would represent the 
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six governments and would “consult on and coordinate 
general economic policy.” The Court of the ECSC would 
serve for the common market and also for Euratom. 
“The European Commission . . . would be responsible for 
carrying out the common market treaty and supervising 
the functioning of the common market. The Assembly, 
composed of parliamentary representatives of the six 
countries, could dismiss the Commission by a vote of con- 
fidence.” It would pass on the common market’s admin- 
istrative budget. 

Observers of European affairs are inclined to believe 
that the common market for the Six will probably be ap- 
proved when it is put to a vote in a few months in the 
national parliaments of West Germany, France, Italy, 
Belgium, the Netherlands, and Luxembourg. Progress 
has been made during the past year in promoting the idea 
and winning wide support for the plan in Western Europe. 
Trouble could occur in the highly unpredictable and sensi- 
tive French National Assembly. Those who remember 
the defeat of the European Defense Community treaty in 
1954 by this body would be hesitant to make a flat state- 
ment on the possibility of passage although it is considered 
favorable at this time. 


The Common Market and Free Trade 


The tide is running in favor of closer economic coopera- 
tion by the Six in Western Europe, but the adoption of 
the proposed common market by France, West Germany, 
Italy and the Benelux nations could create problems for 
the other European nations outside that grouping. Pat- 
terns of trade would change as a result of the gradual 
abolishing of tariffs and import quotas among the Six. 
Those European nations outside the common market 
might find themselves in an unfavorable trade position. 
But the common market, which will involve a major dele- 
gation of power to a supranational authority, would be 
unacceptable to the Scandinavian countries and to the 
United Kingdom. 

The United Kingdom, especially, would feel the adverse 
effect of the scheme and having traditional interests on 
the Continent, she is concerned with a balance of power 
between European nations. The British have created a 
very acceptable method of accommodating themselves to 
the movement toward a common market in Western Eu- 
rope which displays all of their traditional qualities of 
compromise and inventiveness. England is an exporter of 
finished goods and has commercial interests in Western 
Europe. She must be able to compete with German prod- 
ucts in the area. It is not surprising, then, that The Econo- 
mist (London) reported, Sept. 22, 1956, that “Mr. Mac- 
millan set the ball rolling . . . by inspiring the proposal that 
a working party should report by the New Year on the 
chances of creating a ‘free trade zone’ of . . . countries 
round the six-nation common market.’ What is proposed 
is that a free trade zone be set up that would, over the 
course of a fifteen-year transition period, abolish tariffs 
and import quotas with Western Europe and yet allow 
countries in the free trade zone to maintain separate tar- 
iffs and quotas with nations outside the area. As The 
Economist says, “It would associate her [United King- 
dom] with the common market while preserving the great 
majority of imperial preferences. As most of the other 
OEEC [Organization for European Economic Coopera- 
tion] countries could be expected to join Britain in a free 
trade area, she would gain a special relationship with the 
countries that take a quarter of her trade without sacri- 
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ficing her Commonwealth links.” Agricultural and _pri- 
mary products imported from Commonwealth nations do 
not create difficulties because, at the present time, agri- 
cultural commodities are not included in the proposed 
common market plan. The overwhelming volume of im- 
ports from overseas areas do not clash with European 
commodities. 

It is too early to tell what the outcome of this free trade 
zone policy will be in the United Kingdom and, of course, 
it is bound up with the passage of the common market by 
the Six. The idea has wide support in Great Britain and 
seems to be a logical, beneficial step to take to meet chang- 
ing patterns in world trade. 


Internationalism and Supranationalism 


Within Western Europe and the wider European and 
Atlantic community, there are, as we have seen, two major 
groupings of states. There is, first of all, the seventeen- 
member Organization for European Economic Coopera- 
tion (OEEC). Created in 1947, this organization had two 
essential functions, according to the Statesman’s Year- 
book, 1956; namely, “to develop economic co-operation 
between member countries, and . . . to assist the United 
States Government in carrying out its programme of aid 
to Europe.” Since the closing of the Marshall Plan aid 
at the end of June, 1952, OEEC’s purpose has been to 
fulfil the former role only. The method it follows is to 
cooperate iuternationally in such ways as providing “an 
automatic multilateral system of offsetting monthly sur- 
pluses and deficits of each member with all other mem- 
bers and the determination of a resulting single balance 
owing to or by the [members of the European Payments 
Union]”; working for the liberalization of trade; for 
“co-ordination of investments and international invest- 
ments” ; developing conditions permitting the free flow of 
manpower across national boundaries; discussing the 
problems of inland transport, and working toward in- 
creasing productivity in the OEEC countries. 

The six nations of “Little Europe” belong to OEEC 
but they have developed in addition another more tightly 
knit organization which stresses supranational action. The 
first supranational institution is the European Coal and 
Steel Community. After the defeat of the supranational 
European Defense Community and the disastrous effect 
it had upon the embryonic European Political Community, 
the cause of European federation suffered grievously. 
However, Edmund Taylor, writing in The Reporter, New 
York, May 5, 1955 (“Jean Monnet and the Future of 
Europe’’), says: “To Monnet the situation is by no meaiis 
hopeless. What it calls for mainly, in his opinion, is the 
founding of new European institutions to complement the 
Coal and Steel Community now that the European army 
project [EDC] has been defeated.” Monnet’s diagnosis 
has been correct and the supranational common market 
for the Six has restored the hopes of the federalists. 
Britain’s interest in creating a free trade zone which 
would link the common market to OEEC countries shows 
that the vitality of European federalism has caused nations 
outside of “Little Europe” to adjust to the power of the 
federal idea. The United States has supported the idea 
of a “United States of Europe” quite consistently. 

In thinking about cooperative schemes between the na- 
tions of West Europe, it is helpful to remember that there 
are three fairly clear-cut positions. On the one hand 
there is nationalism which generally opposes cooperative 
schemes on an intra-European basis and looks back at the 
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days of national self-sufficiency and empire. The center 
position is taken up by the internationalists who oppose 
both extreme nationalism on the one hand and supra- 
nationalism on the other. This group points to such things 
as the Marshall Plan and OEEC as proof that coopera- 
tion on an intergovernmental basis can produce results. 
Internationalists feel that the Federalists in Western Eu- 
rope, by creating a supranational “Little Europe,” are 
driving a political and economic wedge between the six 
nations of “Little Europe” and the eleven outside that 
grouping which together make up the membership of 
OEEC. There are also the federalists who wish to create 
a supranational state on a functional basis (economic, 
military, political) which will eventually evolve as a 
“United States of Europe.” However, the theoretical and 
doctrinal aspects of federalism are being played down in 
Western Europe in favor of stressing the practical worth 
of the common market and Euratom in view of the bitter 
clashes over doctrine surrounding the debate on the Eu- 
ropean Defense Community in France and elsewhere in 
1954. Nevertheless, the most ardent backers of the new 
communities—Adenauer, Mollet, Spaak, Schuman and 
others—are federalists. 


NATO and Flexibility 


The fifteen-member North Atlantic Treaty Organiza- 
tion (NATO), in the words of General J. Lawton Collins 
(“NATO: Still Vital for Peace,” Foreign Affairs, New 
York, April, 1956), “was born of dire necessity.” He 
feels that “a reasonably effective screen on land, sea and 
in the air must be built... .” The purpose of this is, of 
course, “to convince the Soviets that they cannot possibly 
achieve their objective of Communist world domination 
by war.” 

NATO must be flexible in this rapidly changing world 
of power relationships between countries. Atomic weap- 
ons have revolutionized military thinking and conduct. 
“In 1949,” an article in The Round Table (London, 
March, 1956) says, “we aimed to fight primarily with 
men, now we aim to fight with bombs. In 1949 it was 
planned to use the atomic bomb, then purely a strategic 
weapon, as a supplement to ground forces; today the 
ground forces are the supplement to the nuclear weapons.” 

The Manchester Guardian Weekly (May 3, 1956) at- 
tacked the heavy dependence on atomic weapons and the 
lack of ground forces. It pointed out that due to the atti- 
tudes of certain of the NATO members with regard to 
such things as conscription, defense costs, and the with- 
drawal of NATO troops to other parts of the world that 
the 12 divisions then in existence (rather than the 25 or 
30 there were supposed to be) were “ineffective.” “They 
are too few to hold a front, even with atomic weapons, 
and they are backed by negligible reserves.” 

There is a military threat to Western Europe so long 
as the Soviet Union maintains over 100 divisions, is ruled 
in an oligarchical manner and exhibits an almost patho- 
logical fear of the West. The defense strength in this 
area is inadequate to meet this threat except by “massive 
retaliation” with atomic and hydrogen weapons. The 
Guardian, with some justification, pleads for a highly 
mobile force that could go to any threatened part of 
NATO in order to prevent “nibbling” away of areas by 


the Communists in places where they might feel the West 


would not risk an atomic war.” 


But most observers now feel that the possibility of a 
general war has subsided greatly since 1949 and that the 


“new look” displayed by the U.S.S.R. has had a debilitat- 
ing effect on the West European nations to spend the 
money and take the political risks involved in maintaining 
a large defense force in Europe. Opinions about the Hun- 
garian revolt are mixed. There is little doubt that the 
Soviets have been weakened seriously in the satellites and 
that they could no longer count on the loyalty of the 60 
divisions under arms in these countries. Conversely, there 
is a danger in the satellite unrest which heightens chances 
of conflict since a large, revolutionary movement in this 
area might be interpreted as a direct threat to Communist 
Russia by its leaders and might precipitate a war with the 
West due to hysteria in the Kremlin. 

It has been evident for some time that the Russian 
“peace offensive” has created problems for NATO which 
have only been mitigated by the bloody events in Hungary. 
The cement of fear that existed among the NATO coun- 
tries shortly after World War II is cracked and the alli- 
ance is adapting itself to changing conditions. The Rus- 
sian shift into the political and economic sphere in recent 
months, the easing of pressures on West Europe and the 
focus on Asia and Africa have forced a countermove by 
NATO countries. Opinion in the West called for the 
strengthening of article 2 of the NATO treaty which 
calls for, among other things, “the further development of 
peaceful and friendly international relations . . . by pro- 
moting conditions of stability and well-being” and by 
seeking “to eliminate conflict in their international eco- 
nomic policies. . . .” 

In order to strengthen NATO along these lines, a com- 


mittee headed by the “Three Wise Men”—Lester B. Pear- 


son of Canada, Gaetano Martini of Italy, and Halvard 
Lange of Norway—studied a new role for NATO. A 
questionnaire was circulated among the fifteen members 
in which some searching questions concerning the future 
of NATO were asked. 

At the recent North Atlantic Council meeting held at 
Paris, December 11-14, future objectives of NATO were 
outlined. They were based on the report of the Committee 
of Three which was approved by the Council. Paul-Henri 
Spaak, Belgium’s Minister of Foreign Affairs, who was 
elected to succeed Lord Ismay as Secretary General of 
NATO, said: “For me, the most important decision of 
the NATO Council meeting . . . concerns the settlement 
within NATO of disputes between members” (The New 
York Times, Dec. 16, 1956). According to the com- 
munique issued by the NATO Council this involves 
“wider and more intimate consultation among the member 
states on political matters .. .” and “arrangements to aid 
in the settlement of disputes among members.” Further 
cooperation in strengthening economic and cultural ties 
between the fifteen-member NATO organization was 
brought about by the adoption of special measures. 

The military aspects of NATO were not neglected. 
The communique said “the Council approved a directive 
for future military plans taking into account the continual 
rise in Soviet capabilities and the various types of new 
weapons available for NATO defense.” Emphasis was 
put on the fact that “the concept of ‘forward defense’ 
|that is, defense at the border of West Germany and the 
East] will remain.” 


Next Issue 


A consideration of proposals for developing atomic en- 
ergy on a European basis will appear in an early issue. 
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